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Abstract 
In today’s globalization of the business environment, it becomes imperative for the business firms to look for foreign 
market opportunities in order to gain and sustain competitive advantage. Trade and market liberalization especially in 
the emerging economies, has resulted into growing presence of businesses from these countries in the global 
economy. In order to compete with the global players, businesses from emerging economies need to pay greater 
attention on evaluating their business performance. Business managers have recognized that new strategies and 
competitive realities demand new measurement systems. As the competition continues to stiffen, a broader 
conceptualization of business performance evaluation system including indicators of financial as well as operational 
is needed. Further, for performance measures to have meaning and provide useful information, it is necessary to make 
comparisons between and within the organizations. The comparisons may evaluate progress in achieving given goals 
or targets, assess trends in performance over time, or weigh the performance of one organization against another. In 
today’s business world, India as a major player among the emerging economies is making its presence felt. In order to 
get insight regarding the current scenario of performance evaluation process of Indian corporate organization, a 
survey was conducted where more than one hundred organizations were contacted and the information on various key 
parameters was collected. In this paper, we discuss the key findings of the survey conducted. We also propose a 
framework of conducting organization wide performance measurement for Indian scenarios.  We hope that this will 
enable Indian companies revisit their strategies and help in improving national economies. 
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1. Introduction 
For several years, business managers in a broad range of industries have been working on the 
methodology to measure the performance of their businesses. The narrowest conception of business 
performance caters on the use of simple outcome-based financial indicators, are assumed to reflect the 
fulfillment of the economic goals of the firm (Venkatraman and Vasudevan, 1986). Usually executives 
use the traditional financial accounting measures such as return-on-investment, return-on-sales, earnings 
per share etc. However this may lead to misleading signals for continuous improvement and innovation-
activities. (Kaplan and Norton, 1992).   It is also seen that in today’s modern business world, managers 
have recognized that new strategies and competitive realities and demand new measurement systems. 
During the past few years, academics and practitioners have begun to demonstrate that accrued based 
performance measures are best obsolete and more often harmful (Curtis, 1985; Johnson and Kaplan, 
1987). This suggests the fact that the traditional financial measures are not timeless and comprehensive as 
the results these measures produce do not take into account market share, productivity, employee 
attitudes, public responsibility, and the balance between short- and long term goals. Moreover, they are 
computed only at the end of a financial period.  Many practitioners believe that income-based financial 
figures are better at measuring the consequences of a decision rather than predicting performance (Eccles, 
1991).  In many situations, it is observed that financial ratios fail to address effectively the potential of the 
company, as they only offer insight to the business’s present situation. For instance, if the company is 
about to merge and acquire large amounts of capital, the ratio may not reveal these new changes.  One can 
also realize that the other measures like debt are insufficient to provide the complete performance 
evaluation and hence attention to customer satisfaction which measures the quality of customer service is 
a next logical step in the development of quality measurement (Eccles, 1991).  
Thus, a broader conceptualization of business performance would include emphasis on indicators of 
operational performance i.e., financial/nonfinancial. Under this framework, it would be logical to treat 
measures such as new product introduction, product quality, marketing effectiveness, manufacturing 
value added, and other measures of technological efficiency within the domain of business performance. 
Similarly, market-share position, widely believed to be a determinant of profitability (Buzzell, Gale, and 
Sultan, 1975) would be a meaningful indicator of performance within this perspective.   
While the literature identifies various performance measures and parameters, it is essential to figure 
out how these tools are practiced in corporate. An attempt is made by conducting a survey from more than 
hundred companies to study and understand the management practices in India.  This paper is presented 
in five sections.  Next section presents literature review and discussion of various performance evaluation 
tools that are currently used by different business organizations. Section three addresses the data and 
methodology of the initial survey that was conducted to understand the evaluation system presently used 
by Indian corporate organizations. In section four, we present analysis and findings of the survey. Finally, 
conclusions are presented.  
 
2. Literature review 
 
Management theory and practice have long established a link between effective performance measures 
and effective management (Drucker and Peter, 1995). The effectiveness of any given performance 
measure depends on how it will be used. Performance measures used as a management tool need to be 
broadened to include input and process measures. One approach is to use an array or scorecard composed 
of multiple measures. The Balanced Scorecard is one such approach that assesses an organization and its 
programs from four different perspectives: customer, employee, process, and finance (Kaplan and Norton, 
1996).  
While there are many advantages of using balanced scorecards in using it as a performance evaluation 
tool, there are a few disadvantages to the method as well. First, the balanced scorecard approach is not a 
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quick fix; it takes considerable time to develop an appropriate scorecard (Calhoun, 2004).  In order to 
implement, the balanced score card, a comprehensive brainstorming sessions are conducted. This requires 
high top level management commitment. While the balanced scorecard gives an overall view of the four 
areas for business growth and development, it does not encompass all the performance characteristics of 
the business. The financial information included on the scorecard is limited. Finally, many companies use 
metrics that are not applicable to their own situation. It is vitally important while using balanced 
scorecards to make the information being tracked applicable to your needs. Otherwise, the metrics 
becomes meaningless. 
Furthermore, for performance measures to have meaning and provide useful information, it is 
necessary to make comparisons. The comparisons may evaluate progress in achieving given goals or 
targets, assess trends in performance over time, or weigh the performance of one organization against 
another (Poister, 2003). Benchmarking is one such method which can be used for comparing one's 
business processes and performance metrics to best among all in industry. Just as quality-related matrices 
have made the performance measurement revolution more real, so has the development of competitive 
benchmarking (Eccles, 1991). The objectives and process for any business create a good environment for 
the effective use of benchmarking for measuring and improving performance. Dimensions typically 
measured are quality, time and cost. Benchmarking is an integral part of the continuous improvement 
cycle. Benchmarking has proven a powerful tool for total quality management and process improvement 
(Lai et al, 2010).  Companies who practice the art of benchmarking are considered to be more proactive, 
externally focused and close to the markets in which they operate (Calhoun, 2004).   
References and further reading may be available for this article. To view references and further reading 
you must purchase this article. 
Also referred to as “best practice benchmarking” or “process benchmarking”, it is a process used in 
management and particularly strategic management, in which organizations evaluate various aspects of 
their processes in relation to best practice companies’ processes, usually within a peer group defined for 
the purposes of comparison. This then allows organizations to develop plans on how to make 
improvements or adapt specific best practices, usually with the aim of increasing some aspect of 
performance. Benchmarking may be a one-off event, but is often treated as a continuous process in which 
organizations continually seek to improve their practices. 
During the last three decades, the performance measurement literature underwent some major changes 
in identifying features and characteristics of performance measures and measurement systems. Efficient 
measure and good measurement system are expected to possess following characteristics: 
The system should be able to produce accurate results (Grady, 1991); 
The system should be based on organizational objectives, critical success factors and customer needs 
and monitoring both financial and non-financial aspects (suitability for decision making)(Clarke, 1995, 
Manoochehri, 1999);  
It must meet the needs of specific situations in relevant manufacturing operations and should be long-
term oriented (sustainability), as well as simple to understand and implement (ease of output and 
applicability) (Santori and Anderson, 1987) 
 
3. Data and methodology 
 
In order to get insight regarding the current scenario of performance evaluation process of Indian 
corporate organization, we conducted a survey of one hundred and one organizations; forty two 
manufacturing sector and fifty nine service sector. Within service sector there were 30 companies from IT 
services, 11 from financial services and 18 from other services. Some of the key questions asked were 
pertaining to: 
x Criteria used for performance evaluation 
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x Techniques used for this purpose 
x Comparison of performance with peers 
x Rating of present performance evaluation system on the basis of 5 parameters namely; accuracy, 
sustainability, applicability, ease of output and suitability for decision making. 
The data was collected from the experts in the field on a five point likert scale. 
 
3.1. Hypotheses building 
 
The study was conducted using the data collected from the entire group of one hundred and one 
organizations. The following hypotheses were formulated in order to study how each of the five 
parameters of the present performance evaluation system namely accuracy, sustainability, applicability, 
ease of output and suitability for decision making are perceived by industry as a whole. 
Hypothesis 1: Average accuracy ratings are equal across both the categories  
                       (Manufacturing and  services). 
Hypothesis 2: Average sustainability ratings are equal across both the categories. 
Hypothesis 3: Average applicability ratings are equal across both the categories. 
Hypothesis 4: Average ease of output ratings are equal across both the categories. 
Hypothesis 5: Average suitability for decision making ratings are equal across both the categories. 
 
4. Analysis and findings 
 
In the overall study, all organizations acknowledged the need for performance evaluation of their 
business. Criteria used by them for this purpose were predominantly financial ratios, market share and 
sales figures as presented in Figure 1. 
 
 
Fig. 1. Criteria used for performance evaluation 
 
When asked about usage of different performance evaluation techniques based on benchmarking, 
majority of them expressed their ignorance. Only fourteen organizations replied that they have been 
conducting performance evaluation with some of the tools.  We were also interested in select few tools 
namely Data Envelopment Analysis (DEA), Stochastic Frontier Analysis (SFA) and Technique of Order 
Preference by Similarity to Ideal Solution (TOPSIS). The number of companies who were aware of these 
tools was: DEA: 11 (10.89%), SFA: 2 (1.9%) and TOPSIS:4 (3.9%) 
Further, we asked the organization about their perception of the present evaluation scheme. Forty 
seven percent clearly indicated that there is a need to have a performance evaluation system.  Fifty three 
percent said that there were some lacunas in the present performance evaluation procedure.  It is quite 
31 (25%) 
70 (57%) 
47(39%) 
26 (21%) 
44 (36%) 
2 (2%) 
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obvious that large data is handled by most of the companies, only 28 % of the organizations actually used 
computerized analysis for this purpose.  
For further analysis, the frequency distribution of performance evaluation scores based on five 
parameters namely; accuracy, sustainability, applicability, ease of output and suitability was constructed 
as shown in Table 1. Scores were obtained on the scale of 1 to 5, 5 being excellent and 1 being very poor. 
As seen from the Table 1, percentage of organizations rating their performance evaluation system as very 
poor on the basis of above listed 5 parameters is between 3 and 6 while, between 11 to 18 percent of the 
businesses have rated the evaluation system as poor. Approximately, between 65 to 70 percent of the 
organizations rated the performance evaluation system as satisfactory or good. But, only about 15% 
organizations rated the performance evaluation scheme as excellent.  
 
Table 1. Frequency distribution of performance evaluation scores 
 
Score 
Accuracy Sustainability Applicability Ease of output Suitability 
Frequency Percent Frequency Percent Frequency Percent Frequency Percent 
Frequen
cy 
Perce
nt 
1 
2 
3 
4 
5 
9 
13 
37 
31 
11 
8.9 
12.9 
36.6 
30.7 
10.9 
3 
18 
31 
36 
13 
3.0 
17.8 
30.7 
35.6 
12.9 
4 
12 
31 
41 
13 
4.0 
11.9 
30.7 
40.6 
12.9 
4 
10 
27 
47 
13 
4.0 
9.9 
26.7 
46.5 
12.9 
6 
13 
37 
30 
15 
5.9 
12.9 
36.6 
29.7 
14.9 
Total 101 100.0 101 100.0 101 100.0 101 100.0 101 100.0 
 
Further, for the entire group of 101 organizations, we calculated descriptive statistics shown in Table 
2. The average performance rating ranged from 3.2 to 3.5 out of 5, which is well under 4 as seen from 
Table 2. The standard deviation was between 0.975 and 1.092. 
 
Table 2: Descriptive Statistics-Overall  
Parametric Scores  of the evaluation system N Minimum Maximum Mean Std. Deviation 
Accuracy  101 1 5 3.22 1.092 
Sustainability  101 1 5 3.38 1.018 
Applicability  101 1 5 3.47 .996 
Ease of output  101 1 5 3.54 .975 
Suitability  101 1 5 3.35 1.072 
Valid N (list-wise) 101     
 
As observed in Table 3, the average score for organizations on five different parameters in 
manufacturing sector is between 3.31 and 3.76 while it is between 3.14 and 3.39 for the service sector. 
The standard deviation is between 0.878 and 1.07 for the manufacturing sector and between 1.004 and 
1.111 for the service sector. This suggests that the variation in average ratings is not very high which 
implies that the difference in the average ratings on five parameters listed above by both the categories of 
the industry is small enough to be ignored..  But, this needs to be statistically tested. So, next, we went for 
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testing five hypotheses mentioned earlier. Before testing these hypotheses, we checked normality of the 
data. Based on Shapiro-Wilk Test of Normality, we concluded that the data is non-normal and hence we 
conducted non-parametric tests for the above mentioned hypotheses.  We also checked for outliers in the 
data and found that there were no outliers. The details of normality tests are as indicated in Table 4.  
      Further, we obtained the frequency distribution and the descriptive statistics of performance 
evaluation scores based on five parameters namely; accuracy, sustainability, applicability, ease of output 
and suitability separately for organizations in manufacturing and service sector, presented in Table 3. 
 
 Table 3: Descriptive Statistics- Sector-wise 
Parametric Scores  of 
the evaluation system 
Manufacturing Service 
Mean Std. Deviation 
 
Mean Std. Deviation 
 
Accuracy 
Sustainability 
Applicability 
Ease of output 
Suitability 
3.31 
3.48 
3.62 
3.76 
3.64 
1.070 
1.042 
0.936 
0.878 
1.008 
3.15 
3.31 
3.36 
3.39 
3.14 
1.111 
1.004 
1.030 
1.017 
1.074 
    
Table 4- Tests of Normality 
 
Parametric criterion Sector 
Shapiro-Wilk Test 
Statistic Degree of freedom P value 
Accuracy score of the evaluation system 
Manufacturing 0.914 42 .004 
Services 0.889 59 .000 
Sustainability score of the evaluation 
system 
Manufacturing 0.876 42 .000 
Services 0.894 59 .000 
Applicability score of the evaluation 
system 
Manufacturing 0.881 42 .000 
Services 0.872 59 .000 
Ease of output score of the evaluation 
system 
Manufacturing 0.862 42 .000 
Services 0.862 59 .000 
Suitability score of the evaluation system 
Manufacturing 0.876 42 .000 
Services 0.897 59 .000 
 
Table 5: Test Statistics 
 
Score of the evaluation system Hypothesis test 
Mann-Whitney U Wilcoxon W Z Asymp. Sig.(2-tailed) 
Accuracy  
Sustainability  
Applicability  
Ease of output  
Suitability  
1168.00 
1148.000 
1100.500 
1003.000 
939.500 
2938.00 
2918.000 
2870.500 
2773.000 
2709.500 
-.511 
-.654 
-1.006 
-1.736 
-2.153 
.610 
.513 
.315 
.082 
.031 
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We therefore used Mann Whitney U test to test the hypotheses and the results are as shown in Table 5. 
The significance level for this test was 5%. 
We can observe that the p-value for the hypothesis 5  related to suitability of the evaluation system is 
0.031 therefore we reject this hypothesis while for other parameters, the p-values lie between 0.082 and 
0.610 which are well above 0.05 and hence we accept the hypotheses 1 to 4. 
 
5. Conclusions   
 
Acceptance (non-rejection) of the above hypotheses 1 suggests that the average ratings given by both 
the categories of the industry namely; manufacturing and service on the basis of accuracy of the present 
performance evaluation system are the same. Also, non-rejection of hypothesis 2 indicates that on the 
basis of sustainability, there is no significant difference between the average ratings given by both the 
industries. Similarly, hypotheses 3 and 4 are not rejected at 5% level of significance, which suggest the 
fact that the average ratings given by both the categories of the industry on the basis ease of output of the 
present performance evaluation system are the same. This may lead us to conclude that the overall 
performance evaluation system as perceived by both the categories of the industry on the basis of four 
parameters namely; accuracy, sustainability, applicability and ease of output is the same. However as 
indicated earlier, these ratings are well below ‘4’ which suggests that organization are not completely 
satisfied with the present performance evaluation system and there is scope for improvement in the 
present system. Rejection of hypothesis 5 based on suitability, demands further study which will justify 
the difference emerging from the different average evaluation ratings given by different sectors namely; 
manufacturing and service. If we look at the average suitability scores given by these two sectors as 
exhibited in Table 3, we note that average suitability scores are 3.64 for the manufacturing and 3.14 for 
the service sector respectively. The present work therefore prompts applicability of performance 
evaluation schemes across all sectors, especially manufacturing and services.  
Corporate organizations are now-a-days targeting a multifaceted growth. Measuring and evaluating 
the present status of an organization, considering various dimensions including the financial, operational, 
economical, and supply chain that are tangible and intangible is a challenge.  Hence we feel that there is a 
need to design a multi-dimensional performance evaluation system for an Indian corporate organization 
which will cater to the needs of individual businesses in different sectors.  This work, therefore carves 
scope of further study, possibly the need of multi-dimensional performance evaluation by integrating 
information from tangibles and intangibles and other data types.   
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